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BEFORE THE ARIZONA CO &?dJE~q@ ++iviivll3 31UN 
i 

COMMISSIONERS Arizona Corporation Commjssior 

GARY PIERCE 
BOB STUMP, CHAIRMAN J;L \ 4 F) 3: % DOCKETED 
BRENDA BURNS 
BOB BURNS 
SUSAN BITTER SMITH 

IN THE MATTER OF THE APPLICATION OF ) DOCKET NO. E-01933A-12-02 
TUCSON ELECTRIC POWER COMPANY FOR 
THE ESTABLISHMENT OF JUST AND 
REASONABLE RATES AND CHARGES 
DESIGNED TO REALIZE A REASONABLE 
RATE OF RETURN ON THE FAIR VALUE OF 
ITS OPERATIONS THROUGHOUT THE STATE ) 

> 

) 
) EXCEPTIONS TO PROPOSED 

ORDER REGARDING 
INTERRUPTIBLE TARIFF 

RIGINAL OF ARIZONA. 1 

Tucson Electric Power Company (“TEP”), through undersigned counsel, hereby submits 

its exceptions to the proposed order regarding its proposed Rider R-12 Interruptible Service tariff 

(“Interruptible Tariff ’). Although Staff has recommended several modifications to the Tariff, TEP 

objects only to Staffs proposal to recover the costs of the interruptible resource through TEP’s 

Demand Side Management (“DSM’) surcharge rather than through TEP’s Purchased Power and 

Fuel Adjustment Clause (“PPFAC”). Because the Interruptible Tariff will reduce the amount of 

purchased power needed by TEP, TEP believes the costs associated with the Interruptible Tariff 

are more appropriately recovered through the PPFAC. TEP has provided proposed amendment 

language in Attachment 1. 

Background 

As part of the Settlement Agreement approved in TEP’s last rate case, TEP was required to 

file an interruptible service tariff. Under the Interruptible Tariff, TEP has the sole discretion to 

interrupt electric service to a customer that has agreed to take interruptible service. The 

Interruptible Tariff requires the customer to invest in “all necessary communication, relay and 

breaker equipment” necessary for TEP to provide notice to the customer and to remotely interrupt 

service to the customer. The customer cannot refuse the interruption, although the Interruptible 
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Tariff limits the number and duration of interruptions for the customer.’ In exchange for agreeing 

to take interruptible service, the customer receives credits related to the amount of load it has 

agreed can be interrupted. As a result, TEP is able to interrupt load to save on purchased power 

costs in times of high system demand. These interruptions reduce purchased power costs that are 

passed through the PPFAC. The price for reducing these purchased power costs are the credits 

paid to customers who have agreed to have their load interrupted. 

Specific Exceptions 

TEP strongly believes that the costs of the Interruptible Tariff that allow TEP to reduce 

purchased power costs should be recovered through the PPFAC. Although Staff states that it 

understands TEP’s reasoning, it recommends recovering the costs through the DSM surcharge tied 

to the Company’s Energy Efficiency Implementation Plan (“EE Plan”). Staffs proposal creates 

several problems. 

First, the Interruptible Tariff will require TEP to offer the interruptible service unless and 

until the Commission suspends or eliminates the tariff. It will not be contingent on getting an EE 

Plan and related DSM surcharge approved. Historically, EE Plans and related DSM surcharges 

have not been considered or approved in a routine manner. Presently, the Commission is 

reviewing the Energy Efficiency Rules for possible amendment and future EE Plans have 

effectively been put on hold. Both circumstances created significant uncertainty about the timing 

of future Commission approval of DSM surcharges. On the other hand, the PPFAC rate is 

considered and approved pursuant to a detailed Plan of Administration that provides much more 

certainty as to process and timing. As a result, the PPFAC process provides more appropriate 

timing between when the Interruptible Tariff costs are incurred and when they are recovered. 

Second, the certainty provided through PPFAC recovery is important to customers 

interested in taking service under the Interruptible Tariff. Customers that chose to take 

interruptible service must make significant investment in control systems, facility upgrades and 

This is different from a voluntary demand response program, under which a customer controls whether or 
not to reduce its load. 
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communications facilities in order to allow TEP to interrupt their service. Customers may also 

invest in backup generation to provide basic electrical needs, such as security monitoring. 

However, if the recovery of the Interruptible Tariff costs are delayed or deferred due the EE 

PladDSM surcharge process, TEP may seek suspension or elimination of the Interruptible Tariff, 

thus stranding the customer’s investment. Recovering the Interruptible Tariffs costs through the 

PPFAC process eliminates this concern and facilitates implementation of the Interruptible Tariff.’ 

Finally, TEP’s approach of recovering the Interruptible Tariff Costs through the PPFAC 

does not impact the Interruptible Tariff costs passed on to customers and better matches those 

costs to the purchased power costs being saved. 

Conclusion 

TEP requests that the Commission amend the proposed order as se, forth in the attached 

amendment language. 

RESPECTFULLY SUBMITTED this 14th day of July, 2014. 

TUCSON ELECT,RIC POWER COMPANY 

M hael W. Fatten 
R Y shka DeWulf & Patten, PLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 

and 

Bradley S. Carroll 
Tucson Electric Power Company 
88 East Broadway Blvd., MS HQE910 
P. 0. Box 71 1 
Tucson, Arizona 85702 

Attorneys for Tucson Electric Power Company 

TEP would note that AECC and Freeport-McMoran -who represent the large commercial and industrial 
customers that may take advantage of the Interruptible Tariff -- did not raise any concern about recovering 
the Interruptible Tariff costs through the PPFAC. 
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Original and 13 copies of the foregoing 
filed this /q* day of July 2014 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

f the foregoing hand-delivered/mailed 
this cOpiwil 1- ay of July 2014 to the following: 

Jane Rodda, Administrative Law Judge 
Hearing Division 
Arizona Corporation Commission 
400 West Congress 
Tucson, Arizona 85701 

Robin R. Mitchell 
Charles H. Hains 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Steve Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copies of the foregoing emailed 
this I e d a y  of July 2014 to the following: 

Daniel Pozefsky, Chief Counsel 
Residential Utility Consumer Office 
11 10 West Washington, Suite 220 
Phoenix, Arizona 85007 

Lawrence V. Robertson, Jr. 

P. 0. Box 1448 
2247 E. Frontage Road 
Tubac, Arizona 85646 

Of Counsel to Munger Chadwick PLC 

C. Webb Crockett 
Patrick Black 
Fennemore Craig PC 
2394 E. Camelback Road, Suite 600 
Phoenix, Arizona 850 16 
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Kevin C. Higgins, Principal 
Energy Strategies, LLC 
215 South State Street, Suite 200 
Salt Lake City, Utah 841 11 

Kurt J. Boehm 
Jody M. Kyler 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 15 10 
Cincinnati, Ohio 45202 

John William Moore, Jr. 
Moore, Benhan & Beaver 
7321 North 16th Street 
Phoenix, Arizona 85020 

Thomas L. Mumaw 
Melissa Krueger 
Pinnacle West Capital Corporation 
P. 0. Box 53999, MS 8695 
Phoenix, Arizona 85072 

Leland Snook 
Zachary J. Fryer 
Arizona Public Service Company 
P. 0. Box 53999, MS 9708 
Phoenix, Arizona 85072 

Nicholas J. Enoch 
Jarrett J. Haskovec 
Lubin and Enoch 
349 North Fourth Avenue 
Phoenix, Arizona 85003 

Timothy M. Hogan 
Arizona Center for Law in the Public Interest 
202 E. McDowell road, Suite 153 
Phoenix, Arizona 85004 

Jeff Schlegel 
SWEEP Arizona Representative 
1 167 W. Samalayuca Drive 
Tucson, Arizona 85704 

Travis Ritchie 
Sierra Club Environmental Law Program 
85 Second Street, 2nd Floor 
San Francisco, California 94 105 
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Terrance A. Spann 
Kyle J. Smith 
General Attorney-Regulatory Law Office (JALS-RL/IP) 
U. S. Army Legal Services Agency 
9275 Gunston Rd 
Fort Belvoir, VA 22060 

Dan Neidlinger 
Neidlinger & Associates 
3020 N. 17th Drive 
Phoenix, Arizona 85004 

Michael M. Grant 
Gallagher & Kennedy, P.A. 
2575 East Camelback Road 
Phoenix, Arizona 85016 

Gary Yaquinto, President & CEO 
Arizona Investment Council 
2 100 N. Central Avenue, Suite 2 10 
Phoenix, Arizona 85004 

Annie C. Lappe 
The Vote Solar Initiative 
1120 Pearl Street, Suite 200 
Boulder, Colorado 80302 

Rick Gilliam 
Director of Research and Analysis 
The Vote Solar Initiative 
1120 Pearl Street, Suite 200 
Boulder, Colorado 80302 

Cynthia Zwick 
1940 E. Luke Avenue 
hoenix, Arizona 85016 

Giancarlo G. Estrada 
Estrada-Legal, PC 
1 East Camelback Road, Suite 550 
Phoenix, AZ 85012 

Robert Metli, Esq. 
Munger Chadwick, PLC 
2398 E. Camelback Road, Suite 240 
Phoenix, Arizona 85012 
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Rachel Gold 
Senior Regulatory Analyst 
Opower 
642 Harrison Street, Floor 2 
San Francisco, California 94 1 0 
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Attachment 1 

Proposed Amendment Language 

At Page 7, Line 6, DELETE the sentence beginning with “As collected amounts amortize” and 
INSERT “However, we believe that the PPFAC is the appropriate recovery mechanism of the 
costs of the Interruptible Credits and that those costs should be treated as a cost of purchased 
capacity and recorded in FERC Account 555.” 

At page 9, Line 12, REPLACE “DSM Surcharge” with “Purchased Power and Fuel Adjustment 
Clause.” 
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